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          Special Research Note – European Debt Worries 

 
 
In this special research note on Europe’s debt worries our Head of Investment 
Strategy digs deep into the numbers and asks if this is potentially another global 
financial crisis. He concludes that while Greece is in dire straits, a re-run of the dark 
days of 2008 looks highly unlikely at this point. 
 
Next our Chief Economist updates us on developments over the weekend and it 
appears Europe is finally getting its act together. A recent note ‘Is Contagion Risk 
Overdone?’ puts these developments into context.   
 
 
Assessing Peripheral Europe Risk   
Keith Poore 
Head of Investment Strategy 
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European Banks 821                   26,871                3.1%
UK Banks 455                   8,369                  5.4%
US Banks 885                   12,561                7.0%
All Banks 2,276                55,680                4.1%
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Aggregate
Greece Portugal Spain Ireland Italy / Total Assets

European Banks 0.7% 0.8% 2.7% 1.4% 3.5% 9.1%
UK Banks 0.2% 0.3% 1.3% 2.1% 0.9% 4.8%
US Banks 0.1% 0.0% 0.5% 0.5% 0.4% 1.5%
All Banks 0.4% 0.5% 1.7% 1.2% 2.1% 5.7%

Bank Foreign Claims / Total Assets
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Aggregate
Greece Portugal Spain Ireland Italy / Total Assets

European Banks 0.5% 0.6% 1.9% 1.0% 2.5% 6.4%
UK Banks 0.1% 0.2% 0.9% 1.4% 0.6% 3.3%
US Banks 0.1% 0.0% 0.3% 0.3% 0.3% 1.1%
All Banks 0.3% 0.3% 1.2% 0.8% 1.4% 4.0%

Assuming 70% writedown / Total Assets 
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Household Saving v Offshore Gov. Debt Ownership
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2009

Ireland 64.0 -0.2 0.9 -1.1
Greece 115.1 -5.8 -1.3 -4.5
Spain 53.2 0.1 1.8 -1.7
Italy 115.8 -3.1 1.8 -4.8
Portugal 76.8 -3.8 -1.0 -2.7
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Ireland 64 5.1 4.2 0.6
Greece 115 9.0 1.7 8.4
Spain 53 4.0 2.9 0.6
Italy 116 4.0 3.2 0.9
Portugal 77 5.1 2.7 1.9
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The Politics of Debt 
Bevan Graham 
Chief Economist 
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Is contagion risk overdone? Yes and No 
 
The EU/IMF Greece debt rescue package came not a moment too soon 
 
Political dithering meant bond markets were starting to dictate the course of events, which is not healthy.  
Political realism saw through in the end. In our view, recent fiscal contagion has been more a political than 
an economic phenomenon.  There are, however, still significant fiscal risks. 
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Disclaimer 
      
The investment views in this publication do not constitute specific advice (whether of an investment, legal, tax, accounting or any other nature) to 
any person.  The information has been published in good faith and has been obtained from sources believed to be reliable and accurate at the time 
of preparation.  The opinions contained in this document reflect a judgement at the date of publication by AXA Global Investors and are subject to 
change without notice.  © AXA Global Investors 2010 
 

Structural Budget Deficits
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